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BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANT: OXY UBA Inc.

RELIEF SOUGHT: POOLING OF INTERESTS
IN DRILLING UNIT NO. V-34 VIRGINIA
PURSUANT TO SECTION GAS AND OIL I
45.1-361.22, (CODE OF BOARD
VIRGINIA, 1950 AS !
AMENDED) FOR THE PRODUCTION DOCKET NO.

OF COALBED METHANE GAS
(herein "Coalbed Methane Gas)
LEGAL DESCRIPTION VGOB 92-0317-0191
DRILLING UNIT NUMBER V-34
(Hereafter 'Subject Drilling Unit")
IN THE OAKWQOOD COALBED GAS FIELD,
NEW GARDEN GISTERIAL DISTRICT
BUCHANAN COUNTY, VIRGINIA

(the "Subjedt Lands" are more
particularly described on Exhibit
"A", attached hereto and made a
part hereof)
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REPORT OF THE BOARD

FINDINGS AND ORDER

Date and Place: This matter came on for hearing befor
Virginia Gas and 1 Board (hereafter "Board") at 9:00 a.m. on March 17,
Dickenson Conference Room, Southwest Virginia Education 4-H Center, Abi
Virginia.

Howard G. Salisbury and Mark A. Swartz, appeare
the Applicant; Attorney, Ashland Exploration, Inc. wagp

Virginia Code, 195
subject matter. B

as amended, the Board finds that it has jurisdiction ove ]
sed upon the evidence presented by Applicant, the Board

finds that the Apgplicant has (1) exercised due diligence in conducti a
meaningful search 9f reasonable available sources to determine the identity| |and
whereabouts of potgntial owners, i.e., persons of record, having or claiming|fthe
rights to coalbed methane gas in all coal seams below the Tiller Seam (hereafijter
"Subject Formations") in Subject Drilling Unit underlying and comprised| of

Subject Lands, and (2) has given notice to all parties (hereafter some es
"person(s)" whether referring to individuals, corporations, partners |-s,
associations, companies, businesses, trusts, joint ventures or other anl
entities) entitled|by §§ 45.1-361.19 and 45.1-361.22, Virginia Code, 19§

amended, to notice|of this application, and (3) that the persons set for

Formations, in Subject Drilling Unit underlying and comprised of Subject L:
and are not subject to any lease and who have not voluntarily agreed to |ppol
their interests. Further, the Board has caused notice of this hearing
published as required by § 45.1-361.19B, Virginia Code, 1050 as amendegd.
Whereupon, the Board hereby finds that the notices given herein satisf
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aments, Board rule requirements and the minimum :tandarqa of

4. None.
5. None.
6. ed: Applicant requests (1) that pursuant to § 5.1-

Operator.

7. The requested relief in this cause be and hereg is
granted and: 3 rsuant to Sections 45.1-361.21(C)(3), Code of Virginia, |[1950
as amended, Oxy USA, Inc. (hereafter "Unit Operator") is designated as the pPnit
Operator authorized to drill, operate any well in the Subject Drilling it,
subject to the permit provisions contained in Section 45.1-361.27 et seq. ode
of Virginia, 1950 as amended, to the Oakwood Coalbed Gas Field Order No. 3-
90 dated May 18,1990, to § 480-05-22.1 et seg., Gas and 0Oil Regulations i to
§ 480-05-22.2 et geqg., Virginia Gas and 0il Board Regulations, all as a ded
from time to time, and (2) all the interests and estates in Subject Dr ing
Unit, including those of the known and unknown persons listed on Exhibit |I'B",
attached hereto and made a part hereof, and their known and unknown rs,
executors, administrators, devisees, trustees, assigns and successors,| both
immediate and remote, who are not subject to any lease and who have |not
voluntarily agreed to pool their interest in the Subject Drilling Unit, and

hereby are pooled
underlying and co

in the Subject Formations in the Subject Drilling
prised of the Subject Lands.

Subject Permitted Field and
Formations Unit| Size Well Location Well Classification
All coal Apprpximately Any point Oakwood Coalbed Gas OGCB 3-90
seams below 80-arre square within the Field and coalbed (S/ 8p90)
the Tiller drillling unit drilling unit methane (CBM) gas
seam and allowed by well
associated Order No.
strata OGCB 3-90

For the Subject Drilling Unit
underlying and comprised of the Subject
Land referred to as:

Unit Number V-34
Buchanan County, Virginia.

n _and Election Period: Each person pooled hereby may &
one of the options |set forth in Paragraph 9 below and must give written notf
of his election of the option selected under Paragraph 9 herein to the design
Unit Operator at the address shown below within thirty (30) days from the
this Order is recorded in the county above named. A timely election shal
deemed to have been made if, on or before the last day of said 30-day per
such electing persqn has delivered his written election to the designated
Operator at the address shown below or has duly postmarked and placed its wri




election in firsY class United States mail, postage prepaid, addressed tk
Unit Operator at the address shown below.

9.
9.1
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Election Options: \{
Option 1 - To Participate In The Development and Operation

Drilling Unit: Any person pooled hereby may elect to particip

the development and operation of the Subject Drilling

(hereafter "Participating Operator") by agreeing to pay
Participating Operator’s proportionate part of the actus
reasonable costs, including a reasonable supervision fee,
well development and operation in the Subject Drilling Unit, a
particularly set forth in Virginia Gas and 0il Board Regulat|
480-05-22.2, Section 10 ("Completed for Production CoE
Further, a Participating Operator agrees to pay such Particip
Operator’s proportionate part of the Estimated, Completed
Produc¢tion Costs set forth below to the Unit Operator within
five (45) days from the later of the date of mailing or the ds
recording of this Order. The Estimated, Completed-for-Prodt
Costs |for the Subject Drilling Unit are as follows:

Estimated, Completed-for-Production Costs - $247,383.00

Well No. CBM1l V-34

the

A Participating Operator’s proportionate cost hereunder shdll be
that proportion of said costs which the number of net mineral |agres
in the Subject Drilling Unit owned or claimed by such Participaging
Operatior bears to the total number of mineral acres in Subject
Drilling Unit. Provided, however, that in the event a Participating
Operatior elects to participate and fails or refuses to pay |his
proporitionate part of the Estimated, Completed-for-Production |G¢sts
as set| forth above, all within the time set forth herein and in|the
manner| prescribed in Paragraph 8 of this Order, then| $uch
Particlipating Operator shall be deemed to have elected not| to
particlipate and to have elected compensation in 1liep|| of

particlipation pursuant to Paragraph 9.2 herein.

Optionl 2 - To Receive A Cash Bonus Consideration: In lieu
particlipating in the development and operation of Subject Dr l‘

minerall acre owned by such person plus a royalty of 1/8th of Hths
[twelve and one-half percent (12.5%))] of the net proceeds received
by the|Unit Operator for the sale of the coalbed methane gas and |gas

rposes of this Order, net proceeds shall be actual proge
d less all post-production costs incurred downstream of
d, including but not limited to, all gathering, compresg
g, transportation and marketing costs, whether performeg
erator or a third person) as fair, reasonable and equitas
ation to be paid to said owner, and any owner of a lea
t may elect to accept a cash bonus consideration to be
owner of $1.00 per net mineral acre leased as
ble and equitable compensation. Such cash bonus, whe
, shall be tendered, paid or escrowed within sixty (60)
e date of this Order and when so paid or escrowed shal
ction in full for all right, title, interests, estates
claims |of such electing person in the Subject Lands, except, in

case of the owner of an unleased interest, for the normal 1/B

royalty interest.
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The election made under this Paragraph 9.2, when so made shdﬁl be
satigfaction in full for all right, title, interests, estat and
clai of such electing person in any well development cdoyered
here and such electing person shall be deemed to and hereby |does
lease| and assign all its right, title, interests, estates,| and

cla in the Subject Drilling Unit to the Unit Operator.
9.3. Optio - To Share In The Development And Operation As “Non-
Parti i ating Person On A Carried Basis And To Receive Considerdtion

, ash: In lieu of participating in the developme a’ and
opera ion of Subject Drilling Unit under Paragraph 9.1 above d in

lieu pf receiving a cash bonus consideration under Paragra- 9,2
above any person pooled hereby may elect to share n/| the
development and operation of Subject Drilling Unit on a cagried
basis| (as a "Carried Well Operator") so that the proportionate |part
of the Completed-for-Production Costs hereby allocable tao |such

Well Operator’s share of production from Subject Drilling Unit.|| All

interest or two hundred percent (200%) for an unlepsed
interest (whichever is applicable) of such carried well operatpr’s
share | of the Completed-for-Production Costs allocable to||the
@st of such Carried Well Operator. When the Unit Opergator

recoups and recovers from such Carried Well Operator’s assigned
interest the amounts provided for above, then, the assigned intefest
of suc¢h Carried Well Operator shall automatically revert ba to
such Carried Well Operator, and from and after such reversion, $uch

Carried Well Operator shall be treated as if it had participated
initially wunder Paragraph 9.1 above; and thereafter, uch
participating person shall be charged with and shall pay |his
proporitionate part of all further costs of such well develop-d t.

The election made under this Paragraph 9.3, when so made, sh.q be
satisfaction in full for all rights, title, interests, estateds|and
claims| of such electing person in any well development and operatiion
covered hereby and such electing person shall be deemed to have|and
hereby| does assign all its rights, title, interest, estates land
claims| in the Subject Formations in the Subject Drilling Unit to|the
Unit Operator for the period of time during which its interest is
carried as above provided prior to its reversion back to guch

electing person.

1
10. Failure to Properly Elect: In the event a person fails to ellect
within the time, in the manner and in accordance with the terms of this Orden or
the alternatives set forth in Paragraph 9 above, such person accepts as to guch

person’s interest,| then such person shall be deemed to have elected not| to
participate in the|proposed development and operation of Subject Drilling it
and shall be deemed|, subject to a final legal determination or ownership, to have
elected to accept as satisfaction in full for all such person’s right, titlle,
interests, estates |and claims the consideration provided in Paragraph 9.2 sbve
for which its interest qualifies and shall be deemed to have leased and|/or
assigned all his dight, title, interests, estates and claims in the Sub‘-ct
Drilling Unit to the Unit Operator. Persons who fail to properly elect shall| be
deemed, subject to a final legal determination of ownership, to have accepted the
compensation and terms set forth herein at Paragraph 9.2 in satisfaction in| fhll

4
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for all right, title, interests, estates and claims of such person in the 'J:ject
Lands.
31. Default By Participating Person: In the event a person el::.s to

participate under to sec

payment or to mak

Paragraph 9.1, but fails or refuses to pay,

-22.1 et seq., Gas and 0il Regulations and §§ 480-05-2

amended, §§ 480-0 2 et
seqg., Virginia Gas and ‘0il Board Regulations, and the Virginia 0il a Gas
Conservation Board|'s Order No. OGCB 3-90 dated May 18, 1990, all as amende rom
time to time, and all elections required by this Order shall be communicated to
Unit Operator in iting at the address shown below:

OXY USA Inc. !

P. O. Drawer Q |

Richlands, VA 24641 | |

Phone: (703) 964-9803

Fax: (703) 964-0381 | |

Attn: Martin E. Wirth, Land Manager | |

14.coi t of Operations: Unit Operator shall commence or ca to
commence operationg for the drilling of any well covered hereby within ree
hundred and sixty-flive (365) days from the date of this Order and shall pros te
the same with due djiligence. If Unit Operator shall not have so commenced and/or
prosecuted, then this Order shall terminate, except for any cash sums becpnling
payable hereunder; otherwise, this Order shall expire at 12:00 P.M. on the te
on which any well |covered by this Order is permanently abandoned and pl ed
unless sooner terminated by Order of the Board. However, in the event an a al
is taken from this|Order, then the time between the filing of the Petitio or
Appeal and the finall Order of the Circuit Court shall be excluded in calculatling
the one year period referenced to herein.
15. ‘s Lien: Unit Operator, in addition to the other r ts

afforded hereunder| shall have a lien and a right of set off on the mi al
estates, rights, a interests owned by any person subject hereto who elec to

5
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participate under Paragraph 9.1 in the Subject Drilling Unit to the extent] that

costs incurred in the drilling or operation on the Subject Drilling Unit pre a

charge against such person’s interest. Such liens and right of set off shalll be

separable as to |each separate person and shall remain liens until t? Unit
\

Operator drilling or operating any well covered hereby has been paid t full
amounts due undery the terms of this Order.

16.

By this Order, the Board instructs the Escrow Agent named herein or
any successor nameéd by the Board to establish an interest-bearing escrow account,
(herein "the Escrow Account") to receive and account to the Board pursuant tp its
agreement for the escrowed funds hereafter described:

Tazewell National Bank
P. O. Box 909
Tazewell, VA 24651 '
(herein "Escrow Agent"™)

payment of bonus, [royalty payment or other payment due and owing under thl= Qrder
cannot be made bgcause the person entitled thereto cannot be located
unknown, then su cash bonus, royalty payment, or other payment shall

address, if available.

B. Escrow Provisions For Conflicting Claimants: If any paym of
bonus, royalty payment of other payment due and owing under this Order can be
made because the| person entitled thereto cannot be made certain d to

Operator and shall, pursuant to Virginia Code Se ons
45.1-361.22.4, be deposited by the Operator into the Es¢row

Operator shall not |commingle any such funds with those of said Unit Operator
shall deposit such |cash bonus, royalty payment or other payment into the Esc
Account and such funds shall be credited for the benefit of such person.

funds so deposited|in the Escrow Account shall be held for the benefit o
person(s) entitled|thereto until such funds can be paid to such person(s

6




until the Escrow
Order of the Boa

17.

(a)

(b)

(c)

(d)

(e)

(£)

(9)

(h)

shall file an affidavit with the Secretary of the Board within ten (10)
after the date of
said Order was mai

Order to each person pooled by this Order whose address is known.
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gent relinquishes such funds as required by law or purquLt to

: The Board specifically and specially findq

Applicant is a Delaware corporation duly authoriz
qualified to transact business in the Commonwea
Virginia;

Applicant claims ownership of gas leases, coalbed meth
leases, and/or coal leases and the right to explor
develop and produce coalbed methane gas from coal seam
the Tiller seam in Unit Number V-34 in Buchanan
Virginia, which Subject Lands are more particularly des
in Exhibit "A".

Applicant is an operator in the Commonwealth of Virgin :
has satisfied the Board’s requirements for operati
Virginia;

Applicant has proposed the drilling of a well on the S
Drilling Unit to develop the pool in Subject Formation

The estimated production over the life of the proposed w

125 to 550 MMCF. The estimated amount of reserves fr
Subject Drilling Unit is 125 to 550 MMCF.

Respondents are listed on Exhibit "B". Set forth in E

"B" is the name and last known address of each per of
record (who has not, in writing, leased to or voluntarily

oled their interests in Subject Drilling Unit for||the
evelopment) identified by the Applicant as having or cldiming

potential interest in the coalbed methane gas underlyi in
ubject Drilling Unit underlying and comprised of Subject
ands.

pplicant’s evidence established that the fair, reasonab]é and
quitable compensation to be paid to any person in lieu 9

ight to participate in any well covered hereby are t“ose
ptions provided in Paragraph 9 above; and

he relief requested and granted is just and reasonable,
upported by substantial evidence and will afford each

n the Subject Drilling Unit the opportunity to recow
eceive, without unnecessary expense, each person’s jus
air share of the production from Subject Drilling Unit.
ranting of the Application and relief requested therei
nsure to the extent possible the greatest ultimate rec
f petroleum hydrocarbons, prevent or assist in preventi
arious types of waste prohibited by statute and prote
ssist in protecting the correlative rights of all perso
he subject common sources of supply in the Subject L
herefore, the Board is entering an Order granting the r
erein set forth.

nd Filing Of Affidavit: Applicant or its Att

ceipt of this Order stating that a true and correct co
led within seven (7) days from the date of receipt of




U0 g

Uty My ﬂaﬂh}.ss;on expir

19. - Avail
not subject to a ]
Unit which are
Inspector(s).

20.

21.
execution.

DONE AND E?LCUTED snie 2F

of the Virginia

DONE AND PER
of this Board.

STATE OF VIRGINIA
COUNTY QF WISE

s aned ﬁdlqhqwladgec

S, Gny _personal!l. .before
- appeated: fﬁanhy_ W
nof the V qinfa ?

to d87s

.......
5
vl
ey, o
Frrgganmt

My commission expires 7/31/94

STATE OF VIRGINIA

§,

lability of Unit Records:

B0K 392 pce 89

The Director shall provide all g
ease with reasonable access to all records for Subject Dr
ubmitted by the Unit Operator to said Director and/

Therefore, the requested relief and all te‘ﬁn

This Order shall be effective on the date

/z day of %\/

s and 0il Board. 0

T

Chairman//Benny R. Wappler

FORMED this ZS/ day of _\_MJJ

, 1992, by

on this
me a notary public

day of
n and for t g
ler, being duly sworn did depose and say that he is Ch
and Oil Board, that he executed the same and was autho

r
h%ealth of Vir

Susan G. Garrett
Notary Public

DN

.COUNTY OF WASHINGT! ) :EbL
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o od t\be mgbe lf{q. a notary public in and for the Commonwealth of Virg
v~ .« Tho s er, being duly sworn did depose ‘and say that he is Principal Exec

_pto the.§E ff of the|Virginia Gas and 0il Board, that he cuted the same a
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' RESPONDENT

Docket No. VGOB-92403-17-0191

’mﬂ

Tract Alpha Stickle irs
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PARTIES RESPONDENT
EXHIBIT "B"

Well No.: CBM 1 V-34 .

LICANT

rest

L Ashland Explo:
P. O. Box 391
- Ashland, Ken

(S) WHO HAVE NOT LEASED OR OTHERWISE CONTRACTED WITH AP
4 . a == Mineral- . Net Acreage. . Undivided Net
tion, Inc. : Oil & Gas 26.693 33.70%
. .- Lessee
Ky 41101
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Docket No. _VGOB-92-03-17-0191
~ EXHIBIT "B1"
Other persons gntitled to notice under Va. Code Ann. § 45.1-361.19
Name . Status of Ownershi
1. None.
R Applicant, has under lease or contract the Coalbed Methane Gas underlying the tract(s) \intlunth+ i
terest owners. i

VIRGINIA:

In the Cle
was this day presented in the

admitted to T
Deed Book m ..and P

aforesaid and isy together with the ce
-.--.’%Of = P b

TESTE! ‘M‘m
'ﬁa ‘ ; o A, ;

’s Office of the Circuit Court of Buchanan County. The foregoing instrurhe

'I?iate of ack?o_ivfggnent w

from all other
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